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The proposed program would have two phases.    Phase I would simplify
the procedures under FUA for mandating conversions of coal capable
units.    This phase of the program will  probably save 200-400 thousand
barrels of oil  per year in the early 1980s.    If all eligible plants
are eventually converted, the total  savings would be about 500,000
barrels per day.    Phase II of the program focuses on oil  and gas
consumption in non-coal-capable plants.    This phase would allow
utilities to petition for Federal grants if they submitted plans
that would yield reductions in oil  and gas consumption by 1990.
Such plans would be reviewed by State regulatory authorities to
assure the feasibility and cost-effectiveness of the oil  and gas
displacement plan.    Most important, such a program to displace
oil would be surer, sooner, cheaper, and cleaner than many of the
other programs (e.g., synfuels) being considered to reduce the
U.S. dependence on foreign imported oil.

The program attacks the institutional barriers to oil  and gas displace-
ment indirectly.    This approach is made necessary by the fact that
regulation of this industry occurs at the State level.    The Public
Service Commissions that function as part of the State governments
have t)ie ultimate control over the financial viability of the utility
companies and, therefore, control their ability to undertake the
construction requirements imposed by the program.    A Federal grant
program of $12 billion (15% to 25% of total  required investment
due to program)  is included to facilitate the financial  requirements
of the utilities; but even with these monies, State regulation
will,  in large part, determine whether program targets will be met.

The fate of this legislation will  probably be determined by Congress
in the first half of 1980.    Future Administration activities on
utility oil  and gas consumption will, by necessity, be contingent
on what legislation the Congress passes.    If the legislation passes
in its current form, additional legislative and policy initiatives
may be appropriate which facilitate accomplishing the oil/gas
displacement objectives.   Such initiatives may be financial  in
nature (e.g.,  "Construction Work in Progress" CWIP in rate base)
or logistical  (attacking impediments to wheeling and power pooling)
or technology related (e.g., synfuels development for boiler use).

- Financial  initiatives - these would relate to the
financial  problems the industry faces in under-
taking construction programs to displace oil.    Issues
such as inclusion of construction work in progress
in the rate base, will need to be evaluated on a
basis of whether the liquidity such accounting
offers to utilities undertaking large construction
programs is important enough to take on the political
liability associated with a "pro-CWIP" stand.    Other
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